Summary
Introduction
The challenges faced by agriculture -low selling price, rising production costs and other factors significantly affect revenues worldwide. The decline of traditional rural industrial branches, such as agriculture, mining and forestry in the past three decades have led the rural communities to explore and implement alternative ways of
Methodology and Data Sources
The paper's aim is the consideration of the specifics of the financial analysis of the dairy enterprises and the importance of the obtained financial indicators for managerial decision-making, but also for assessing the realization by various stakeholders. The consideration of existing knowledge about the researched topic was carried out through a theoretical analysis, supported by data from domestic and foreign scientific and professional literature. The research was approached through the use of case study. Desk research method was used through the study of relevant literature in the part relating to the specificity of agricultural activities and application of basic technique of financial analysis (ratio analysis) in the case of enterprise operating in Serbia.
This research created the basis of pragmatic contribution of the paper in the field of application of financial indicators in the case of the specific enterprise. Pointed out is the importance of ratio analysis as one of the key techniques in financial analysis for monitoring the performance of dairy enterprises and thus indicated to management that they should particularly be focused on this field.
The first part of the paper is dedicated to reporting on financial performance in the family dairies. Presented after that are the techniques of financial analysis pointing out the specifics of their application in agricultural enterprises with a focus on companies engaged in dairying. This is followed by a practical example, the financial analysis of a local company which specializes in dairy production.
Reporting on financial performance in family dairies
Specifics of agricultural enterprises, which greatly affect both the financial statements of these companies and the analysis itself of the financial statements of these companies, are the following (Milošević, 1997 ):
• biological characteristics of the subject of work;
• climatic conditions;
• the structure and soundness of soil;
• incompatibility of the work process and production period;
• inseparability of production of certain products;
• production for their own needs, etc.
The specificity of agricultural activities is determined by a number of special features of financial accounting, on one hand, through the assets and results, and on the other hand, from the standpoint of specific documents that appear. Most of the business organizations involved in agricultural activities are relatively small, independent, usually family associations or family companies, oriented towards the cash basis of accounting, which often do not have the obligation to prepare financial statements. Moreover, the international tendency towards liberalization, a larger number of companies of international trade, as well as higher volume of investments, have an impact on the increase in enterprises in the field of agriculture, the area of change and EP 2015 (62) 4 (1061-1078) Aleksandra Mitrović, Snežana Knežević, Milica Veličković the commercial character of agricultural activity. The previously mentioned determines even greater need for the financial statements prepared respecting IFRS.
According to Argilés, Slof (2001) , even in 2001 it was observed that there was a gap between the importance attached to the accounting and low level of accounting and bookkeeping practices in the agricultural sector. The reasons for this gap were poor adaptation of accounting rules to specific characteristics of agriculture and their difficult and expensive implementation. Despite the relative importance for the economy in many countries and growing links with other sectors, agriculture is traditionally not given much attention by researchers engaged in accounting (Argilés, Slof, 2001 ). On the other hand, it is generally believed that accounting can improve the management of agricultural enterprises and lead to achievement of better performances. Even Garcia, Sonka, Mazzacco (1983) in the research found that farmers drafting the financial statements could more easily make a projection of the cash flows than those who were not involved in financial accounting. Both the creditors', as well as the different needs of economic policy makers are also expressed through the needs for different information in the agricultural sector, in particular for accounting information. Thus, we can conclude that there are external requirements for accounting information in agriculture and that the information may also be useful to the farmers as well (Argilés, Slof, 2001 ). Besides that, Savić, Vasiljević, Đorđević (2014) discusses the challenges and specifics of cost management support for financial and managerial accounting in the agribusiness enterprises.
The Farm Accountancy Data Network (FADN) is a European system of testing the samples conducting every year the collection of accounting data from agricultural enterprises (farms), with the aim of monitoring the income and business activities of agricultural enterprises in the EU (European Commission, 2015). In addition, the FADN is an important source of information for understanding the impact of the measures taken under the Common Agricultural Policy (Vasile, Dorel, Mihai, 2015) in various types of agricultural enterprises (European Commission Directorate-general for agriculture and rural development, February 2014).
In EU Dairy farms report 2013 three different margin indicators are studied. The gross margin (over operating costs) is mostly applied in making comparisons with alternative types of production (labor, land and capital costs still have to be paid, regardless of the production type chosen). The net margin (prior to own factors) is calculated as the gross margin minus depreciation and external factors (wages, interest paid, rent). The net economic margin enables the assessment of the residual revenue (profit or loss) obtained from production, after remuneration of all production factors including imputed family factors (opportunity costs of family factors) (European Commission Directorate-general for agriculture and rural development, February 2014).
EU Dairy farms report 2013 in particular analyzes the structural information on milk specialized farms in the EU member states. The analyses source is EU FADN, Eurostat production statistics. Figure 1 and Figure 2 present the Milk production farms (tons) and Share of national milk production for 2011 of the EU countries, except Greece and Cyprus for which the data are not displayed due to fewer than 15 farms in the sample. The maximum amount of milk production/farm-tons in 2011 from all the EU countries surveyed had Slovakia and Denmark and it being in 1242 and 1193 farms -tons, while Romania had the lowest amount of Milk production/farm-tons in the same year, 14 farms-tons. Romanian market is dominated by 80% of small farms that are not competitive and the level of production is low (Chelmu, 2012 If we observe Share of national milk production -% in 2011 in all EU countries surveyed ( Figure 2 ), it is noted that 15 EU member states achieve far higher Share of national milk production -% compared to the EU 10 and EU 2. The greatest share of national milk production -% in 2011 achieved Spain (100%), while Slovakia and the Czech Republic recorded the lowest participation in Share of national milk production -%, 55% and 58% respectively.
Considering the official statistics of the Republic of Serbia, concerning changes in the number of companies and agricultural cooperatives and agricultural holdings in the period from 2009 to 2013, we realize the following: during the period from 2009 to 2011 there was a decreasing trend in the number of companies and agricultural cooperatives, and in 2012 this number was increased by several times (from 712 to 3000), while in the case of family farms in 2012 the number was reduced from 778891 to 628552 (Statistical Office of the Republic of Serbia (2015). In study of Vehapi, Šabotić (2015) identify the most important problems of Serbian agriculture, among others unfavorable ownership structure and low productivity.
Observing the milk production in the Republic of Serbia, also from 2009 to 2013, there was a downward trend in milk production in million liters from year to year, except in 2012, when the milk production compared to the year 2011 increased by 8 mill.litres (Table 1 ). The small farmers participate significantly in the total cow milk production in Serbia and their dominant position is a result of declining farms (Drašković, Rajković, Kostić, 2010). 
Financial analysis techniques
The analysis of financial data uses a variety of techniques to evaluate the financial position of an enterprise. Techniques applied are -ratio analysis, common-size analysis, review of descriptive material and comparisons of the results obtained with other types of data.
Understanding financial ratios, it is possible to gain insight into the financial status of the company. Information from three key financial statements -balance sheet, income statement and cash flow statement are the basis for the application of ratio analysis. These financial measurements should be carried out every year in order to determine the financial progress of a dairy company. The companies that survive and prosper must have managers who use the tools of financial analysis to check the vital financial functions (Barnard, Akridge, Dooley, Foltz, 2012).
The DuPont Analysis was created by the DuPont Corporation in the 1920s. This analysis is one of the most popular techniques of identifying the strengths and weaknesses of a dairy enterprise. Low value of Return on equity relative to the average of the branch or its decline may indicate the appropriate problems or weakness. As potential sources of weakness within the family dairies the following can be specified: management inefficiency, poor cost controls, inefficient production or inadequate marketing. By decomposition of synthesized indicators weaknesses can be more accurately assessed, and significant information signals van be obtained to initiate appropriate actions by management to retrieve financial performance, which is illustrated in the following Malinić, Milićević, Stevanović (2012) emphasize that asset turnover multiplies the effect of increasing the profitability of revenue to profitability of total investment in a company property. The attached table shows that both family dairies have 2% ROE. However, by applying leverage the DuPont system can be seen to have different sources of weakness. Family dairy X has a higher operating profit margin ratio while lower asset turnover in relation to family dairy Y. In addition, the Family dairy X has a higher leverage ratio (equity multiplier) than the Family dairy Y (2,2:1,90), and it is important to bear in mind the fact that corporate borrowing may lead to positive or negative effect on the profitability of equity capital.
To improve the assets turnover ratio, in the case of family dairy X, it is essential that the management of the family dairy undertake activities that will lead to higher production efficiency or improve the price level in the sense that it reduces the cost, and can also reduce current or non-current assets. Observing the profit margin as a very important financial indicator, for the family dairy Y, efforts are expected of management towards increasing production efficiency, improving the price level or reducing costs more than revenues.
It is not sufficient to say that one or the other dairy enterprise is more profitable than the other, but one must consider both the causes and factors that have likely opted for the decision. The objective of the analysis of financial statements is of great importance, because for example, one approach to comparing the two dairy enterprises will differ from the approach to the assessment of investments' profitability in the two enterprises. The management could use the financial reports to determine the enterprises' profitability.
In the financial analysis standards are used that were created on the basis of experience, respecting the particularity of certain industry and they were modified from time to time with changes in business conditions of dairy companies or companies that operate in another industry. The standards may be ideal or average, or normal achievements to be achieved under certain conditions. Due to the variable nature of the standards, constant learning about conditions under which they were established is essential, so that the causes of deviations from the standards must be respected. The standard relations provide a benchmark for comparison and significance of calculated ratio numbers can be understood only when compared with another ratio, and thus we can speak of four types of standards (Kumar, 1985) :
• Absolute standards: -These indicators represent certain rules, for example, in case of ratios of general liquidity where the orientation norm is ratio 2:1.
• Historical Standards: -These indicators represent the previous ratios of surveyed dairy companies. Comparison with historical standards is also known as the "trend analysis".
• Horizontal standards: -These are average indicators calculated for the entire dairy industry or for comparison between the two companies.
Comparison within these standards is a complex issue because of the difference in size of the observed companies, the accounting policies that were applied and defined objectives, regardless of the companies operating in the same industry.
• Budget Standards: -These standards are based on the budget and are applied so that the actual ratio figures are compared with budgeted indicators, thus making them useful for internal management in the function of performance evaluation and control in dairy and other enterprises.
A practical example: Ratio and SWOT analysis of the enterprise: "Family dairy Veličković"
The family dairy Veličković has a long tradition in the production of milk and dairy products. The dairy now has 22 employees and processes about 5,500 liters of milk on a daily basis. From the purchase, processing and dairy production as core business, investing in modern technology, employees and cooperation with foreign experts their own line of products has been developed. Today in retail stores the company sells more types of products (yogurt, cream, cheese and sour cream). The structure of financing sources was as follows: Net sales revenue, gross profit and net profit grow in the current compared to the previous year, indicating a positive trend. However, for a more accurate evaluation, it is necessary to determine the quality of revenue and profits by comparing them with cash flow. Dairy additionally indebted in 2014 by taking a long-term loan at the bank to invest in a cooling chamber which affected the investing activities in the cash flow statement, as well as the financing activities; and a short-term loan to provide liquidity, which had been impaired due to problems in the inability to collect large amounts of receivables. The increase was influenced by the growth of profit in current profit compared to the previous year and most of the paid off credit obligations.
The dairy generally applies strategy of low profit margins and high ratio of current assets. The reason for choosing this strategy is that the dairy primarily produces inferior products, while luxury products have a low share in the total range. The strategy is to produce dairy products that will be cheaper than the competing ones. This is relatively possible to realize, because as the comparative advantage can be taken -cheap labor, low transportation costs, cheap raw materials and more. In order to achieve as high profit as possible, it is necessary that the diary realizes economy of scale.
When it comes to luxury dairy products, which have less than 10% share in total production, a high profit margin and lower turnover ratio of these stocks is applied.
The structure of assets and their sources is presented below: In 2014 predominant in the structure of total revenues are operating revenues (almost 99%, Income statement).
Below is the structure of operating expenses showing that the material costs were the largest share in both years, and that in 2014 there was a growth of all types of operating costs compared to the previous year, which resulted in the largest extent due to the increased volume of business ( Figure 5 ). Tables 5 and 6 show the loss of funding in both years, which in 2014 decreased due to lower burden of the dairy by interest obligations, and the difference between other revenues and other expenses, which is also negative in both years with an increase tendency of 12.74 %. The most commonly used statistic liquidity ratios include the current ratio, quick ratio and net working capital to total assets ratio ( Table 7) . The following are the calculated values of ratios on the basis of which it is stated that the current ratio is below the reference norm of 2, and quick ratio as a more stringent test of liquidity is slightly above the reference norm of 1. Net working capital to total asset ratio represents the ratio providing information on the liquidity by showing the percentage of total assets the dairy carries as net working capital, which in the observed dairy is 20, 45% and the sole value of net working capital is positive and amounts to 2,957,000 RSD in 2014. The liquidity situation is generally satisfactory. After the analysis of liquidity, the logical sequence is the analysis of long-term financial security (Table 8) . Long-term creditors generally start from the point that their claims are safe to the extent in which a firm owns its own capital. In the observed case, only 44.16% of dairy assets are financed by debt. Conversely, the dairy finances 55,83% of its assets. Thus, the interest earned ratio serves as a measurement of available area between interest expense and earnings of the enterprise, a larger area indicates a greater degree of certainty in terms of collateral for long-term creditors, which for the observed dairy is 7 times. Further analyzed, is the efficiency of asset management and capital management called in the relevant academic literature turnover analysis (Table 9) . More efficient management, primarily over current assets with a focus on inventory and accounts receivable, leads to faster release of cash that is necessary to pay short-term obligations to creditors, which significantly affects the liquidity. Kneževic, Fabris (2010) emphasize that unlike receivables where the collection for the most part depends on the buyer, the decision on the moment of paying to their suppliers is made by the management. It is important to bear in mind that the decision in addition to the agreed currency will depend on the current liquidity and naturally on the general strength and market position of the enterprise. It happens in practice that small and medium enterprises are endangered by delayed payments from large, powerful companies that settle their liabilities with a considerable delay and thus they are financed by free "overdraft". For a more precise interpretation of turnover ratios it is necessary to have information on reference norm for the industry in which the observed enterprise operates for comparison with its competitors. From the aspect of performance and safety, it is always better that the turnover ratio is as great figure as possible and the binding time of certain parts of the property as short as possible. Duration of inventory turnover was 16 days. The average collection period of trade receivables was 28 days and the dairy had liquidity problems due to the inability to collect the greater part of trade receivables, so the strategy was changed in the field of credit policy. Sales were diverted into new solvent customers and cooperation with insolvent customers was interrupted. In addition, the payment period is shortened, and to customers who did not respect the agreed deadlines, the delivery of goods was terminated till the payment. Total asset turnover shows assets utilization efficiency. Every dinar invested in assets generated net sales of 3.99 dinars. In the context of the profitability indicators following, considered are -an indicator of profit margin, the profitability of total assets and profitability of its own capital (Table  10 ). The rate of return on equity (ROE) was higher than the rate of return on assets (ROA), which means it pays off to use someone else's capital (positive impact of financial leverage). The logic of DuPont system of profitability analysis was applied as follows: Given that dairy observed continuously examines the potential for new products, the paper also presents a SWOT analysis that can determine the likely risks and rewards, and find the most promising new market:
Figure 6. SWOT Analysis
Source: Author's Analysis
Based on the presented SWOT analysis it can be seen that there is a possibility of expanding the market beyond the local on which the observed family dairy operates and that is one of the key preconditions of acquisition of newer technological equipment.
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Conclusion
Financial information is used to meet the following needs of agricultural enterprises for decision-making, as well as for financial reporting purposes. The financial statements of any agricultural enterprise provide a wealth of information for managers. In the financial statements useful information can be found, which are not obvious so that agricultural enterprises should have managers using the tools of financial analysis. Speaking about the reporting of financial performance in family dairies, the basis is created for displaying techniques of financial analysis.
External analysts usually use historical and/or horizontal standards. Accounting information is not focused only on financial performance, but also on the use of financial indicators which can be managed. In family dairies of any size and organizational structure, there is a need to monitor and present variety of different activities aimed at a common unit or measure. The effect of different activities can be aggregated into financial metrics such as revenue from sales, profits and costs that are used to compare the actual performance and evaluation of the financial status of the agricultural enterprises focusing on companies engaged in dairying. The DuPont analysis can be successfully used to identify the strengths and weaknesses of a dairy.
It is not sufficient to say that one or the other dairy enterprise is more profitable than the other, but one must consider both the causes and factors that have likely opted for the decision. Financial ratios cannot directly provide answers to important questions about the company, so this paper represent the basis for identifying relationships based on which, by comparing the achieved performances and certain business standards, the differences or variations are identified. After that, the management of the dairy is the one that should initiate appropriate actions that may lead to the correction of financial performance of dairy.
